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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


Domestic Economy! 
Population (millions) 
Population growth 


1985 
3.7 
2.7 


Consumer Price Index 1978=100 1011.1 


FY 


85/86 


GDP in current U.S. dollars 1543.5 


GDP per capita current USD 
GDP in leones 1972/73=100 


Production & Employment2 


Labor Force (millions) 
Unemployment (%) 

Total Industrial Production? 
Deficit as % GDP 


Balance of Payments4 


Exports (FOB) 
Imports (CIF) 
Balance (exports FOB minus 
imports FOB) 
Foreign Direct Investment (new) 
Foreign Debt5 
outstanding-disbursed 
debt service ratio (%) 
debt service/exports (%) 
Foreign Exchange Reserves (gross) 


Foreign Investment® 
Total (cumulative) 


U.S. (cumulative) 
U.S. Share (%) 


U.S. - S.L. Trade’ 


U.S. Bilateral Aid (U.S. FY Oct-Sept.) 


Economic 
Military 


417.2 
525.1 


1985 


1986 
3.8 


2.6; 


1828.7 


FY 86/87 
714.9 
188.1 
533.2 


1986 


N/A 
12.0 
23.8 
17.0 


1987 
3.9 
2.6 

5028.0 


FY 87/88 
965.0 
247.0 
543.0 


1987 


N/A 
12.0 
27.0 

N/A 





Key Indicators cont'd 


Principal U.S. Exports (1986): rice, wheat, dried milk, used 
clothing 


Principal U.S. Imports (1986): titanium, bauxite, shellfish 


NOTES: Statistics must be treated as rough estimates and 
applied with caution as sources are varied and data collection 
techniques in Sierra Leone are rudimentary. 
Most figures were converted to the calender year from the 
Government of Sierra Leone (GOSL) fiscal year which runs July 
to June. 
N/A Not Available. 
NIL No Change 
FY GOSL financial year July-June 

Sierra Leone Produce Marketing Board 


Hectares 


Percentage change cannot be calculated due to the 
unavailability of one or both sets of figures. 


Estimates 


Projection 


Contribution of the industrial sector to the economy 
is estimated at 7% of GDP for 1986 and 5% of GDP for 
1987. 


Converted to U.S. dollars using the following average 
exchange rates 1984/85 - Le3.14/$1; 1985/86 - 
Le5.22/$1; 1986/87 - Le31.85/$1; 1987/88 - Le35/$1 


Debt service figures reflect Paris Club reschedulings. 


No official estimates of total foreign investment in 
Sierra Leone has been calculated. 


Figures for 1987 represent January-October. Source of 
U.S./SL trade figures is the Department of Commerce. 





SUMMARY 


Sierra Leone's economy is in a critical state, due to a 
worsening foreign exchange position, rampant smuggling of 
minerals and commodities, declining revenues, shortages of 
basic supplies, widespread parallel market operations, falling 
real incomes, deplorable levels of essential services, and a 
poor standard of living. Although the economy's decline 
started in the seventies, matters intensified after large 
external debts were incurred hosting the Organization of 
African Unity summit meeting in 1980. The last 2 years, 1986 
and 1987, have been especially bad periods as real primary 
commodity prices, especially of coffee, cocoa, and diamonds, 
fell because of weakened world demand. This trend has 
aggravated the country's debt problems. As a consequence of 
external sector imbalances and difficulties in adjusting the 
domestic economy, the level of foreign reserves fell markedly, 
leading to a significant build up in foreign debt arrears. The 
situation was made worse by the heavy cutback of financial 
assistance from the industrialized countries. Consequently, 
the debt structure worsened with additional obligations to the 
International Monetary Fund (IMF), short-term external loans 
with maturities of less than 1 year, and arrears on commercial 
payments. 


In a bid to restore the country's economic health, the 
Government of Sierra Leone (GOSL) has on several occassions 
sought financial assistance from IMF. In 1986, GOSL requested 
an IMF 3-year Structural Adjustment Facility, plus the use of 
IMF resources under a 1-year Standby Agreement. The underlying 
objective of this program was the restoration of a viable 
external payments position, within the context of sustained 
economic growth. Consequently, the government introduced a 
freely floating exchange rate, substantially increased export 
crop producer prices, eliminated subsidies on rice and petroleum 
products, liberalized interest rates, and initiated a financial 


program aimed at increasing revenue, curtailing expenditure and 
reducing the deficit. 


Unfortunately, the results of these measures fell well below 
expectations, in large part as a result of the government's 
inability to restrict spending and the growth of the public 
debt. Aggregate demand expanded. With the doubling of the 
money supply inflation skyrocketed, and the leone (Le) 
depreciated markedly. The stabilization measures also failed 
to reinvi- gorate the productive sectors of the economy, and 
the economy has remained stagnant. 





MONEY AND PRICES 


Currency: The leone (the country's unit of currency) was 
floated in June 1986. In January 1986, the official exchange 
rate was Le6.50/$1. When the float came into effect in June 
1986, the rate jumped to Lel4/$1, and then to Le40/$1 in January 
1987. With deliberate government intervention, the rate has 
held at Le23/$1 since September 1987. How long the GOSL can 
continue to intervene remains to be seen. The leone was floated 
to eliminate the "black market." However, the float failed to 
attract foreign exchange to the banking system. The existence 
of an active black/parallel market will continue until the GOSL 


can muster enough foreign exchange to service the needs of the 
economy. 


Government Finance: The heavy depreciation of the leone has 
disrupted the government's finances as well as most sectors of 
the economy. In FY 1986/87 the overall deficit was $31 million 
(an estimated 8 percent of GDP). Of this, 19 percent was 
financed by net external drawings while domestic sources (mainly 
the banking system) provided 89 percent of the shortfall with, 
consequently, another jump in both money supply and inflation. 


Money and Banking: Banking services are provided by five 
commercial banks (including Barclays International and Standard 
Chartered), a central bank (Bank of Sierra Leone), a National 


Development Bank, a post office savings bank, a finance company, 
and several credit unions and co-operatives. 


The government's inability to check its deficit and its use of 
domestic credit is reflected in the rapid growth of the money 
supply since 1980, contributing to mounting inflation. During 
FY 1986/87, inflation spiraled with money supply increases 
averaging 20 percent per quarter. The Consumer Price Index for 
Freetown (1978=100) for June 1987 was 5761, an increase of 46 
percent over the March 1987 figure of 3959 and 118 percent 
above the level at the end of 1986, which was 2643. Compared 
to a year earlier, this shows an increase of 280 percent over 
the June 1986 figure of 1516. 


The country experienced a liquidity crisis between the last 
quarter of 1986 and the last quarter of 1987. Although the 
banks claim that over 20 billion leones are in circulation, 
they handle only 50 million. The GOSL was forced to print 80 
million new notes and later to mint some one leone coins as a 
means of easing the situation. In September/October 1987, 
several "go-slow" strikes occured because the government could 
not pay its employees (aside from the military) for over 3 
months. In November 1987, the government declared an "Economic 
State of Emergency" specifically forbidding the holding of large 
sums of currency. This forced people to return more than 25 
million leones to the banking system. 





FOREIGN TRADE 


Smuggling continued to erode the high revenue earning potential 
of the country's rich and diverse export sector. The economy 
continues to be dependent on the earnings from the mineral 
sector, which produce 60 percent of official export earnings. 
Agricultural crops--coffee, cocoa, palm kernels, and ginger-- 
contribute another 25 percent. Official trade returns grossly 
understate exports by 50 percent or more, as the smuggling of 
diamonds, gold, coffee, cocoa, and some imported commodities 
increases. Similarly, the country's import bill is inflated by 
unofficial reexports to neighboring countries of Guinea and 
Liberia, which have strong convertible currencies. In like 
manner, the fishing industry, a $1 million earner, is centered 
offshore, with the government unable to monitor and regulate 
the large quantity of marine exports; these are believed to be 
understated by 70 percent. Despite talk of the abolition of 
foreign exchange retention facilities, the Sierra Leone 
Government still gives up to 100 percent retention rights to 
some parties. 


The highly publicized announcement in August 1986 of the GOSL's 
"Back to Farm/Green Revolution" policy indicates a renewed 
determination to redevelop the agricultural sector which employs 
more than 65 percent of the nation's labor force (now agricul- 
ture contributes only 35 percent of total GDP). Early in 1987, 
the Chamber of Commerce appealed to the GOSL to carry out its 
verbal commitment to the agricultural sector and outlined the 
major problem areas requiring immediate action, including low 
producer prices, poor transportation facilities, shortages, 
and/or inaccessibility to credit and imported imputs. 


Production of rice, the country's staple food, has failed to 
keep pace with the increase in population and with demand, 
resulting in a sharp rise in the production deficit from 80,000 
metric tons in 1982 to 180,000 metric tons in 1985, representing 
42 percent of the total rice requirement for that year. Average 
annual output is less than 50 percent of the nation's needs. In 
1985 more than 50 percent of the country's rice requirements 
were imported, costing $30 million, and in 1986 GOSL rice 
imports alone totalled $36 million, one-fourth of the year's 
export earnings. The production of rice, cassava, and maize 

are expected to increase significantly during FY 1987/88. In 
the area of cash crops, world market prices for the main export 
crops--coffee, cocoa, and palm kernels--declined in 1986/87. 

In addition, producer prices were affected by the depreciation 
of the leone and domestic inflation, resulting in prices 
significantly below the level of world market prices and thus 
encouraging smuggling. 
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Fishing: Total annual catch in Sierra Leone's waters is 
estimated at 60,000 tons of fish per annum, 35 percent of which 
is caught by the U.S.S.R. In November 1986, the GOSL reviewed 
its agreement with the Soviets who now operate 30 vessels 
(including 15 shrimpers) in Sierra Leone waters. The new 
agreement states that 15 percent of total catch (compared with 
12 percent previously) is to be off-loaded in Sierra Leone. 
During the year, the GOSL also reviewed agreements with other 
countries operating in Sierra Leone to improve the foreign 
exchange earnings on exports by these companies. 


Mining: Mineral resources are abundant in Sierra Leone, 
including diamonds, rutile, bauxite, and gold. There also are 
iron ore and unexploited reserves of chromium, platinum and 
industrial quality corundum. Minerals constitute 10 percent of 
the GDP and are the highest foreign exchange earners. However, 
the sector suffers from a decline in returns as alluvial 
deposits of diamonds and gold are being depleted further. The 
GOSL reports that the production of diamonds by DIMINCO and the 
Alluvial Mining Scheme showed "considerable" and "huge" declines 
respectively during FY 1986/87. The Government Gold and Diamond 
Office records state that total exports of diamonds are $33 
million, of which DIMINCO sales were $10 million plus $23 
million from the alluvial mining operations. During 1985 and 
1986, this sector was hard hit be widespread smuggling, 
especially of gold and diamonds, the government's inability to 
raise the estimated $80 million capital required to exploit the 
kimberlite diamond deposit, recurrent management problems at 
Marampa Iron-Ore Mines, and a fall in world demand and market 
prices for gem diamonds. As minerals alone account for 60 
percent of total export earnings, and 10 percent of GDP, the 
reduced returns to this sector from $127,828,544 in 1985 and 
$61,278,493 in 1986 significantly affected the critical foreign 
exchange position of the country. 


Compared to the previous year, the production of bauxite and 
rutile improved. Rutile, which is being developed by Sierra 
Rutile Ltd., a wholly owned subsidiary of the U.S. Nord 
Resources Company, increased its output from 92,100 tons valued 
at $26,687,931 in 1985 to 96,300 tons valued at $20,655,918 in 
1986, an increase of 4 percent in volume. GOSL's renegotiated 
contract with Sierra Rutile in June 1987 allows for the contin- 
uation of the 100 percent foreign exchange retention rights. 
However, Sierra Rutile must pay $12 million to the Central Bank 
and $1.8 million to the commercial banks. 


Bauxite is mined by the Sierra Leone Ore & Metal Company, 
(SIEROMCO) which exported 1,029,900 tons worth $11,401,476 in 
1986 compared to a level in 1985 of 1,086,900 tons worth 
$21,609,962. Proceeds from bauxite are expected to increase 
significantly in 1988. 
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With operating losses at $7 million added to outstanding debts 
of $6 million, the Marampa Iron Ore Mining Co. ceased production 
in 1985. Since then the GOSL has approached several interna- 
tional parties, e.g., U.S. Nord Resources, the French company 
Charbonel, and the Israeli company LIAT, for possible reactiva- 
tion of the mines. 


Manufacturing: The development of the manufacturing sector of 
the economy is constrained by power outages and shortages of 
foreign exchange to import raw materials and spares. The 
sector contributes a low 5-7 percent of GDP. In addition, 
industries have to grapple with a weakened local demand. The 
sector is characterized by several parastatals, some large- 
scale food processing companies, timber mills, textile 
factories, a petroleum refinery, and a host of small-scale 
artisans, mainly in the clothing and metalworking business. In 
1983, the government restated its commitment to the development 
of the sector by introducing a range of incentives to export 
and resource-based industries. The package included tax relief 
measures, some customs exemptions, and preferential access to 
import licenses. Hopes for any marked improvement of this 
sector are continually being thwarted by foreign exchange 
shortages, the existence of a black market, and a shrinking 
domestic market. 


INFRASTRUCTURE 


The critical foreign exchange situation and heavy budgetary 
committments limit the government's ability to provide adequate 
levels of transportation, power, telephone, water and media 
services, all of which are presently in deplorable states. As 
the GOSL still cannot come up with a workable arrangement with 
the oil companies regarding the importation of crude oil, 
periodic fuel shortages still occur. This condition, plus the 
high cost of vehicle spare parts, resulted in a 50 percent 
increase in transportation costs. 


Road development and maintenance are at a very poor level. The 
GOSL recently secured funding from the Islamic Development Bank 
(contracted to U.K./Turkish firms) for engineering studies for 
a 90 km. road from Kenema to Zimi running off the West African 
Highway. In addition, private businesses have put new 72-seater 
buses in circulation to ease the public transport shortage. 
Also a team of Chinese engineers evaluated infrastructural and 
housing project possibilities in November 1986, with a view 
towards bilateral aid in 1988. The government recently talked 
about reactivating the railway. However, the problem of 
acquiring funding is yet to be tackled. 
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Management at the Sierra Leone Airlines remains unsettled. 

Royal Jordanian Airlines (RJA) pulled out in mid-1987, and 
negotiations with the Irish Aer Lingus for an initial contract 
of 5 years continue. Internal transportation has been eased by 
the introduction of a new Provincial Air Service which provides 
air services to the provincial capitals as well as shuttle 
service between the international airport at Lungi and Freetown. 


Port services have shown signs of improvement under the new 
management of Hamburg Ports Consultants. The same holds true 
for the Sierra Leone National Shipping Company now managed by 
the French Saga Group. 


The European Development Fund has made available a grant for 
the expansion and upgradng of telecommunication services in 
Freetown and some other parts of the country. 


The improvement and expansion of the country's health care 
services are being taken care of by the International 
Development Agency (IDA) with a credit of $5.7 million As this 
is to be used for the rehabilitaton of health centers in the 
provincial areas, medical services country-wide should improve 
markedly to at least minimum international standards. At the 
same time, plans for the construction of four new hospitals are 
being discussed. 


The availability of electricity has been exceptionally poor for 
both individual consumers as well as industries. This is due 
to a combination of fuel problems, inefficiently serviced 
generators, lack of spare parts, and outright sabotage by 
technical employees. 


Other developments include a Y600 million agreement between the 
GOSL and Japan. Y450 million will be used for water develop- 
ment projects in the northern province, with the balance of 
Y150 million purchasing Burmese rice. Over a 5-year period, 
UNICEF (the United Nations Children's Fund) will make available 
an estimated $5.5 million for rural development projects aimed 
at improving the quality of life of children. Also, France has 
promised credits of up to F25 million should the GOSL pay F2 


million of its outstanding interest payments on its existing 
debt. 


Media services are of an equally poor quality, with both radio 
and television frequently unable to operate because of power 


outages. Newspapers are irregularly produced because of paper 
shortages. 


Present and proposed moves concerning infrastructural upgrading 
and expansion may be thwarted by the lack of foreign exchange 
to maintain roads, import fuel for power generation and trans- 
portation, and to provide hospitals/health centers with 
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supplies. Public services will therefore continue to deterio- 
rate until government can arrest the problem of smuggling and 
get foreign exchange earnings to be channeled through the 
official institutions. 


PROSPECTS FOR AMERICAN BUSINESS 


The Government of Sierra Leone wants to attract foreign 
investment, preferably in participation with local nationals. 
Investors have a basic investment guarantee stating that all 
disputes will be settled under the 1965 World Bank Convention. 
The package of incentives for foreign investment includes the 
development of an industrial estates for small-to-medium sized 
factories, a Development of Industries Act (1983) which provides 
tax benefits and import allowances for resource based, building 
materials, exporting and import-substitution industries. 
Furthermore, legislation provides for the transfer of interest, 
dividends, and capital repatriation subject to foreign exchange 
approval by the central bank. 


The country's critical foreign exchange position in FY 1986/87 
forced goverment to introduce new trade and investment regula- 
tions, primarily import controls designed to increase the GOSL's 
revenue rather than to protect industry. For example, the duty 
on raw materials imported for industry changed from zero to a 
duty of 10 percent ad valorem. New export controls, e.g. a 22 
percent export duty on scrap metal and a 20 percent duty on 
fish, are aimed at increasing foreign exchange available to the 
central bank for subsequent allocation to priority needs. The 
aim is to eliminate smuggling. All exporters are to sell their 
goods against a letter of credit, and the export proceeds are 

to be accounted for within 60 days. Although there is liberali- 
zation of imports, the importer should make his foreign exchange 
applications through the central banking system via his commer- 
cial bank, bearing in mind that the GOSL tries to restrict 
imports to those paid for by letters of credit opened through 
the banking system. All imports under the Unnumbered Import 
License system have been banned. 


Opportunities exist for American investment in the mining 
sector especially in the areas of kimberlite diamond and gold 
mining, as well as for the exploration and expoitation of iron 
ore, chromium, and platinum. All investors in this sector 
should proceed cautiously when committing resources to such 
projects. Although the country's richly endowed waters are 
already heavily exploited by local and foreign companies, the 
government's commitment to the development and expansion of 
small fishing enterprises, should create a need for nets, 
trawlers, boats, refrigeration equipment and related capital 
goods. Sierra Leone has important markets for U.S. food 
commodities such as rice, wheat, onions, and food products such 
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as cream, milk, baby foods, sugar and sugar preparations, and 
tomato paste and puree. Used clothing, including footwear, 
linen, industrial seconds and waste have an expanding market 
which parallels the reduced purchasing power of wages. As 
mining is a major industry, there is a notable demand for 
mining equipment and earthmoving equipment. The rehabilitation 
of old projects and the creation of new ones should create a 
market for farm machinery, equipment, tools, supplies, and 
vehicles. The increased public financing of infrastructural 
projects by several bodies means opportunities to secure 
contracts for road construction, water projects, 
telecommunication equipment, and supplies. The utilization of 
Sierra Leone's many skilled, tailors to stitch garments for 
export would be a possible manufacturing venture entailing low 
labor costs. 






























